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Mr. Wuirten, from the Subcommittee on Agriculture, submitted the 
following 


INTERIM REPORT 


The Subcommittee on Agriculture submits the followmeg interim 
report of its investigation of the warehousing practices of the Com- 
modity Credit Corporation. 

In the first report on this subject-released on February 4, 1952, the 
subcommittee presented certain information obtained during ae APES, 
and made certain comments and recommendations. Additional m- 
formation on some of the matters involved has been received by the 
subcommittee since release of that report. In order that this informa- 
tion may be made available to others interested in this subject the stb- 
committee is releasing the following report. 

Certain information and facts before the subcommittee is not. being 
released at this time in order not to interfere with certain cases now 
pending before the courts. Further reports on these cases will be 
made at such time as the trials now pending have been completed. 


CCC STORAGE POLICY 


In the last report the subcommittee was critical of the storage 
policy of the Department of Agriculture which encouraged the use of 
marginal couieiertian storage facilities even though Government 
storage bins were vacant, and the interpretation of the officials of the 
Corperation that its basic charter required this policy. 

In the opinion of members of the subcommittee, the payment of 
large sums to the Mid-West Grain & Storage Co., and the V. M. 
Harris Grain Co. for storage of CCC-owned grain at Camp Crowder 
was the result of such a storage policy. Further information obtained. 
from GAO reports prepared in January indicates that the Mid-west 
Storage Co. made a profit of $105,744 before officer and stockholder 
drawings and that the V. M. Harris Grain Co. male a net profit of 

$102,178 prior to final settlement of certain pending claims and 
continge ncies,. 
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GRATUITIES AND PREFERENTIAL TREATMENT 


While there wes an investigation by CCC of a possible tie-in between 
pvors received by certain officials of the Kansas City Commodity 
fice amd preferential treatment given to the Lone Star Bag & 
ageing. Co., there was little indication of any desire by officials 
thee Qorporation to develop the facts and prosecute violations. 
woo B Ad nal information received indicates that there was undoubted- 
¥ favoritism on the part of certain officials of the Kansas City office, 
since in excess of 53 percent of all bag purchases made te that 
office were awarded to the Lone Star Bag & Bagging Co. 







INADEQUATE INSPECTIONS 


One of the most serious administrative deficiencies which came to 
the subcommittee’s attention during the hearings on the original 
report was the lack of adequate inspection both prior to and during 
storage of CCC commodities in commercial warehouses. In the 
report, the Department was urged to take steps to correct this condi- 
tion. Additional information indicating the almost complete lack of 
inspection in the area served by the Dallas Commodity Office has been 
received by the subcommittee since the last report. This data, which 
follows, covers operations through February 15, 1952. 


Marcus F. Burg Warehouse, Stonewall, Tez. 
Initial storage contract approved: October 11, 1948. 
Preacceptance inspection made: No record, 
Quantity and/or quality inspection: None. 

Roberts Seed Co., Texico, N. Mex. 


Initial storage contract approved: September 28, 1942. 
Preacceptance inspection made: No record. 
Quantity and/or quality inspections: None. 
Randall County Grain & Supply Co., Happy, Tez. 
Initial storage contract approved: May 31, 1948. 


Preacceptance inspection made: No record. 
Quantity and/or quality inspections: None. 


Producers Commodity Storage, Fort Worth and Henrietta, Tez. 
Initial storage contract approved: November 17, 1949. 
Preacceptance inspection made: No record. 
Quantity and/or quality inspections: 
May 5, 1950, by Ross Stuard: No comments. — a 
June 6, 1950, June 14, 1950, by Irby Q. Rankin: Condition of 
milo ranged from poor to good; some weevil damage. 


National Warehousing Co., Fort Worth, Bryan, and Hitchcock, Tex; 


Initial storage contract approved: September 1, 1949. 

Preacceptance inspection made: No record. 

Quantity and/or quality inspections: June 7, 1950, by Ross Stuard; 
recommended turning and treating grain for weevils, 
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— E. B. McNeill Grain Co., Thomas, Okla.; also Hydro, Butler, and 
. Guthrie, Okla. 
Initial storage contract approved: August 10, 1948. 
Preacceptance inspection made: No record. 
Quantity and/or quality inspections: March 6, 1951, by Ross 
Stuard; good condition. 
Texhoma Elevator Co., Texhoma, Okla. 
Initial storage contract approved: June 1, 1942. 
Preacceptance inspection made: No record. 
Quantity and/or quality inspections: None. 
A. C. Walker Elevator Co., Conway, Tex. 
Initial storage contract approved: June 6, 1947. 
Preacceptance inspection made: No record. 
Quantity and/or quality inspections: None. 
Archer-Daniels-Midland Co., Kennedy, Tex. 
Initial storage contract approved: August 13, 1948. 
Preacceptance inspection made: No record. 
Quantity and/or quality inspections: None. 
Pearistone Mill & Elevator Co., Dallas, Tex. 
Initial storage contract approved: June 24, 1940. 
Preacceptance inspection made: No record. 
Quantity and/or quality inspections: None. 
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Consumers Fuel Association, Canyon, Tex. 
Initial Storage contract approved: May 8, 1950. 
Preacceptance inspection made: No record. 
Quantity and/or quality inspections: None. 
San Angelo Wool Co., San Angelo and McGregor, Tex. 
Initial storage contract approved: August 11, 1948. 
Preacceptance inspection made: No record. 
Quantity and/or quality inspections: 
May 5, 1950, by Irby Rankin: Condition, evidence of some 
weevily and musty white kafir. 
May 12, 1950, by Irby Rankin: Condition, evidence of some 
musty and weevily milo and some loose barley probably malting. 
August 9, 1950, by Ross Stuart: Condition, evidence of loss of 
grade. 
Everett Grain Co., Vega, Tex. 
Initial storage contract approved: June 19, 1948. 
Preacceptance inspection made: No record. 
Quantity and/or quality inspections: March 30, 1951, by Ross 
Stuard: Condition, wheat in good condition. 
A. & B. Feed Co., San Antonio, Tez. 
Initial storage contract approved: December 28, 1949. 


Preacceptance inspection made: No record. 
Quantity and/or quality inspection: None. 
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Shannon Elevater, Sudan, Tex. 


Initial storage contract approved: May 1, 1945. 
Preacceptance inspection made: No record. 
Quantity and/or quality inspections: 
May 10-11, 1950, by Irby Rankin: Condition, some wheat 
infested, some milo slightly musty, sorghum good. 
August 23, 1950, by Ross Stuard: Condition, wheat sample 
grade, milo No. 2 or better. 

October 24, 1950, by Ross Stuard: New buildings not com- 
pleted. 

January 11, 1951, by Irby Rankin: New flat warehouse, good 
condition. Warehouse E, 1,500,000 pounds loan milo. Ware- 
house not approved, application sent in. Warehouses D, E, 
F inspected as to facilities for handling grain. 

Curry County Grain & Elevator Co., Inc., Clovis, N. Mez. 
Initial storage contract approved: June 1, 1946. 
Preacceptance inspection made: No record. 

Quantity and/or quality inspections: 

August 25, 1950, by Ross Stuard: Condition, all grain good to 
excellent. 

January 11, 1951, by Irby Rankin: Condition, facilities in fair 
to good condition. Quantity of grain estimated to be sufficient 
to cover storage liability. 

Plains Grain & Storage Co., St. Francis, Amarillo, and Stanford, Tez. 
Initial storage contract approved: June 6, 1949. 

Preacceptance inspection made: No record. 
Quantity and/or quality inspections: 

August 29, 1951: No. 2 milo in good condition. Likely enough 
to cover inventory. 28,080 bushels of wheat weevily. Ware- 
houseman claimed 40,000 to 50,000 bushels located at Kerrick 
available to cover CCC inventory of 64,307 bushels. Inspected 
by Ross Stuard. 

September 27, 1951: Inspection of Kerrick facility disclosed 
no wheat. Dirt floor not suitable for storing wheat. 

October 1, 1951: Irregular piles of grain difficult to measure. 
Warehouseman stated he was not short any grain. Wheat 
meéasured as No. 2 or better but might go sample grade. 


Fisher Grain Co., Woodward, Okla. 

Initial storage contract approved: June 19, 1942, 

Preacceptance inspection made: No record. 

Quantity and/or quality inspections: None. 
Barnett Elevator Co., White Deer, Tex. 

Initial storage contract approved: June 1, 1948. 

Preacceptance inspection made: No record. 

Quantity and/or quality inspections: January 11, 1952, by Ross 
Stuard; evidence of water damage to facility. 8,638.7 bushels of 
wheat in storage of which 400 bushels were sample grade. ; 
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Stubbs Grain & Seed Co., Lubbock, Tex. 
Initial storage contract approved: October 18, 1948. 
Preacceptance inspection made: No record. 
Quantity and/or quality inspections: 
August 18, 1950, by Ross Stuard: Grain in fair to poor con- 
dition. 
October 4, 1950, by Irby Rankin: Some grain out of condition; 
elevator in poor to good condition. 


July 18, 1951, by Ross Stuard: No comment on condition. 
Rhome Milling Co., Rhome, Tex. 
Initial storage contract approved: June 2, 1949. 
Preacceptance inspection made: No record. 
Quantity and/or quality inspections: None. 
Nelson Grain Co., Claude, Tex. 
Initial storage contract approved: May 25, 1942. 
Preacceptance inspection made: No record. 
Quantity and/or quality mspections: None. 


Caudill Grain Co., Altus, Okla. 


Initial storage contract approved: June 8, 1949. 

Preacceptance inspection made: No record. 

Quantity and/or quality inspections: 

June 5, 1950, by Ross Stuard: Grain in good condition. 
October 11, 1950, by Ross Stuard: Buildings in good condition; 
grain in good condition excepting slight infestation. 
Harrison Feed & Grain Co., Jarrell, Tex. 

Initial storage contract approved: August 4, 1949. 

Preacceptance inspection made: No record. 

Quantity and/or quality inspections: August 30, 1950, by L. Rankin, 
grain in fair condition; needs to be turned and treated for weevils. 
Henderson Grain & Seed Co., Farwell and Lariat, Tex. 

Initial storage contract approved: June 15, 1940. 

Preacceptance inspection made: No record. 

Quantity and/or quality inspections: 

May 18, 1950, by I. Rankin: Condition, good to poor. 
March 27, 1951. by Ross Stuard: Condition, good to bad. 
September 8, 1951, by Ross Stuard: Condition; grain fair to 
bad, with evidence of weevil; shortage of wheat and milo reported. 
November 12, 1951, by Ross Stuard: Condition; wheat weevily, 
much sample grade. 
November 19, 1951, by Ross Stuard: Condition; sample grade, 
bad, all weevily. 
Burrus Mill & Elevator Co., Fort Worth, Tex. 

Initial storage contract approved: October 1, 1943. 

Preacceptance inspection made: No record. 

Quantity and/or quality inspections: None. 

E. & S. Bonded Warehouse, San Antonio, Tex. 

Initia! storage contract: July 26, 1948. 

Preacceptance inspection made: No record. 

Quantity and/or quality inspections: No record. 
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King Bros. Grain & Seed Co., Muleshoe, Tex. 
Initial storage contract: May 15, 1947. 
Preacceptance inspections: No record. 
Quantity and/or quality inspections: 
June 1, 1950, by Ross Stuard: Milo in fair coadition. 
August 23, 1950, by Ross Stuard: Some weevil infestation, 
recommended treatment. Otherwise O. K. 
March 26, 1951, by Ross Stuard: Wheat in excellent condition. 
June 2, 1951, by Ross Stuard: Milo in poor condition. 
Meekins Warehouse & Storage Co., Kingsville, Tez. 
Initial storage contract: July 1949. 
Preacceptance inspection: No record. 
Quantity and/or quality inspections: 
Meekins Warehouse: Kingsville, Tex. : 

February 2, 1950, by F. D. Ware: Grain slightly hot, 
infestation evident. Owner advised would turn and treat 
immediately. 

March 30, 1950, by Irby Rankin: Grain still infested and 
heating. 

April 7, 1950, by W. F. Funchess: Yellow milo weevily. 
Recommend load out as soon as possible. 

April 14, 1950, by Ross Stuard and I. Q. Rankin: All milo 
weevily. Temperature near danger point. Warehouseman 
preparing to load out. 

April 25, 1951, by Ross Stuard: 2,000 bushels sample 
grade, weevily. 

Meekins Warehouse & Storage: Taft, Tex.: 

September 13, 1950, by I. Rankin: Grain and elevator in 
good condition. Operation satisfactory. 

April 27, 1951, by Ross Stuard: Recently fumigated, no 
grades taken. 

Meekins Warehouse & Storage, Corpus Christi, Tex.: 

October 18, 1950, by I. Rankin: No grain in store. 


April 26, 1950, by Ross Stuard: Condition of milo fair— 
infestation. 


Meekins Farm & Ranch Elevator: Corpus Christi, Tex.: 


October 18, 1950, by I. Rankin: Grain condition fair, mild 
infestation. 


April 26, 1950, by Ross Stuard: Recent fumigation, no 
grade taken. 
Slone-Carter Grain Co., Portales, N. Mex. 
Initial storage contract: June 27, 1950. 
Preacceptance inspection: No record. 
Quantity and/or quality inspections: None. 
Lemon Grain Co., Booker, Tex. 
Initial storage contract: June 1, 1943. 
Preacceptance inspection: No record. 
Quantity and/or quality inspections: None. 
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Rosco Grain Co., Rosco, Tex. 

Initial storage contract: July 14, 1948. 

Preacceptance inspection: No record. 

Quantity and/or quality inspections: September 19, 1950, by 
Inspector Irby Rankin: Elevator in good condition. 
Rock Island Grain Co., Fort Worth, Tex. 

Initial storage contract: January 17, 1950. 

Preacceptance inspection: No record. 

Quantity and/or quality inspections: None. 
P. W. Walker Grain Co., Littlefield, Tex. 

Initial storage contract: June 23, 1947. 

Preacceptance inspection: No record. 

Quantity and/or quality inspections: October 5, 1950, by Inspector 
Irby Rankin: Elevator in good condition. 
Tucker & McKinley Grain Co., Big Springs, Tex. 

Initial storage contract: August 24, 1948. 

Preacceptance inspection: No record. ; 

Quantity and/or quality inspections: August 11, 1950, by Inspector 
Ross Stuard: Grain in good condition. 
Lariat Grain & Seed Co., Lariat, Tex. 

Initial storage contract: September 14, 1949. 

Preacceptance inspection: No record. 

Quantity and/or quality inspections: None. 
Frank Bailey Grain Co., Fort Worth, Tex. 

Initial storage contract: September 12, 1948. 


Preacceptance inspection: No record. 
Quantity and/or quality inspections: None. 
Boise City Feed Co., Boise City, Okla. 
Initial storage contract: May 31, 1949. 
Preacceptance inspection: No record. 
Quantity and/or quality inspections: April 3, 1951, by Inspector 
Ross Stuard: Wheat in good condition. 
Etter Grain Co., Etter, Tez. 
Initial storage contract: August 18, 1949. 
Preacceptance inspection: No record. 
Quantity and/or quality inspections: None. 
H. J. Hughes Grain Co., Panhandle, Tex. 
Initial storage contract: June 1, 1944. 
Preacceptance inspection: No record. 
Quantity and/or quality inspections: None. 
Guettersloh & Cameron Grain Co., Levelland, Tex. 
Initial storage contract: February 24, 1949, 
Preacceptance inspection: No record. 
Quantity and/or quality inspections: January 10- 1951, by Inspector 


Irby Rankin: Elevator in fair condition; recommend grain be treated 
for weevil. 
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Dimmitt Elevator Co., Dimmitt, Tex. 


Initial storage contract: July 1, 1949. 
Preacceptance inspection: No record. 
Quantity and/or quality inspections: None. 7 


Gray County Wheat Growers, Pampa and Heaton, Tex. 


Initial storage contract: June 24, 1940. 
Preacceptance inspection made: No record. 
Quantity and/or quality inspections: 
Heaton, Tex.: None. 
Pampa, Tex.: Avril 11, 1951, by Inspector Ross Stuard: 
Wheat out of condition, loading order issued. 


It will be noted from the above information that in 22 cases (approx- 

imately 50 percent) no record exists of inspection prior to or during 

eriod of storage. It will also be noted that five of these cases date 
ack as far as 1942. 

The subcommittee is of the opinion that lack of inspection has 
contributed more than any other single thing to the rash of conver- 
sions which has developed. It believes that this situation cannot be 
corrected until the Department institutes adequate inspection, 
improves handling of warehouse receipts, and establishes a close 
follow-up on loading-out orders. 


LEGAL ACTION ON CONVERSION CASES 


One of the factors of which the subcommittee was most critical in 
its earlier report was the apparent lack of vigorous follow-up and 
prosecution of violations. During the course of the hearings it devel- 
oped that a large number of these cases had not been referred to the 
Department of Justice for consideration, based on an agreement 
between the Solicitor of Agriculture and the Attorney General giving 
the Department of Agriculture authority to determine which cases to 
refer. to the Justice Department. In the opinion of the members of 
the subcommittee, this arrangement represents an unwarranted dele- 
gation of responsibility by the Justice Department. Undoubtedly, 
it has contributed to the conditions which have developed. The 
correspondence together with the procedures of the Solicitor’s office 
supporting this arrangement follows: 


DEPARTMENT OF JUSTICE, 
Washington, D. C., February 16, 1948. 
Hon. Rosert H. SHrIeLps, 
Solicitor, Department of Agriculture, 
Washington, D. C. 

Dear Mr. Surevps: As you know, Mr. Hunter of your Department and Mr. 
Schweinhaut of this Department have conferred with respect to cases sent to us 
by the Department of Agriculture for prosecution. It is indicated that in the 
past your Department has not believed it possessed authority to exercise any 
discretion to withhold sending a case to this Department if a prima facie viola- 
tion appears, notwithstanding there mnay be adequate practical reasons which 
would justify us in refusing to prosecute. 

The war, of course, has caused serious curtailment of manpower in this Depart- 
ment as well as in the offices of the United States attornevs and anv method which 
can legitimately be devised to ease the strain is Cesirable. I would appreciate it, 
therefore, if your Department would consider the following factors in reaching a 
decision as to whether to refer a case to this Department in the first instance. 
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While no one of the following factors need be controlling, it would seem that they 
should be considered. 
(1) Gravity and magnitude of the offense. 
(2) Degree of moral turpitude involved. 
(3) Improbability of successful prosecution due to the nature of the evi- 
dence. 
(4) Deterrent effect of prosecution. 
(5) Adequacy of investigation. 
(6) Adequacy of administrative remedies. 
(7) Generally extenuating circumstances. 
(8) Effect upon the war effort where the offender is engaged in any activity 
or occupation deemed essential to such effort. 
(9) Facts relating to restitution. 
(10) Disposition of the accused as an habitual or regular offender. 
(11) Lapse of time since commission of the offense. 
Respectfully, 
WENDELL BERGE, 
Assistant Attorney General 
(For the Attorney General) 


DEPARTMENT OF JUSTICE, 
Washington, D. C., March 25, 1949. 
Hon. W. Carroiit Hunter, 
Solicitor, Department of Agriculture, 
Washington 25, D.C. 

Dear Mr. Hunter: This will confirm the understanding reached at the con- 
ference held on this date between Mr. Frank E. Callinan of your office and Mr. 
Raymond P. Whearty and other representatives of this Department concerning 
continuation of the policy set forth in a letter dated February 16, 1943, from 
Assistant Attorney General Wendeli Berge to your predecessor, Solicitor Robert 
H. Shields, regarding vour reference to this Department of potential violations 
arising under the various acts administered by the Department of Agriculture. 

It is understood that whereas the letter of February 16, 19435, contained a 
possible limitation upon the exercise of your discretion created by war emer- 
gencies, there now exists no reason why such discretion should not be continued 
to be exercised to the same extent set forth in that ecomn unication. Of the 11 
factors therein enumerated to be taken into consideration in determining whether 
a particular criminal violation should be referred to this Department, probably 
oniy item (8) will require anv modification, substituting ‘economic and security 
considerations” for the term ‘‘war effort’’ used in that item. 

It is further understood, of course, that, as in the past under the letter of 
February 16, 1943, vour Department will accept responsibility for the exercise of 
the discretion invested in it under this correspondence. 

If at any time in the course of the execution of this arrangement you feel this 
Department can be of assistance to vou either formally or informally, please do 
not hesitate to communicate with us. 

Respectfully, 
ALEXANDER M. CAMPBELL, 
Assistant Attorney General 
(For the Attorney General). 


(The following is an extract from the Solicitor’s Manual covering the screening 
of criminal violations:) 


CHAPTER 2—CRIMINAL LitiGaTIoN (INCLUDING Some Civit PENALTY CASEs) 
PART 1—ACTION PRIOR TO LITIGATION 


Sec. 1380. Screening of alleged vio'ctions—The Department of Justice has 
authorized the Department of Agriculture to screen alleged violations arising 
under the various acts administered by the Department of Agriculture on the 
basis of the following criteria: 

(1) Adequacy of investigation. 
(2) Gravity and magnitude of the offense. 
(3) Degree of moral turpitude involved. 
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(4) Improbability of successful prosecution due to the nature of the 
evidence. 

(5) Deterrent effect of prosecution. 

(6) Generally extenuating circumstances. 

(7) Economie and security considerations. 

(8) Facts relating to restitution. 

(9) Disposition of the accused as an habitual or regular offender 

(10) Lapse of time since commission of the offense. 

(11) Available of corrective administrative action. 

All of the criteria enumerated must be considered in deciding not to refer a 
case to the Department of Justice for-prosecution but the presence or absence 
of any one or more factors is not controlling. A decision not to refer the case 
to the Department of Justice shall be evidenced by an explanatory memorandum, 
which shall either contain or be accompanied by a summary of the facts, prepared 
by the attorney in charge of the case. The memorandum shall be approved by 
the appropriate Associate or Deputy Solicitor, except that, as to a criminal case 
falling within the direct reference procedure in regional offices (see sec. 136) or 
a case involving both criminal and civil matters arising out of Commodity Credit 
Corporation programs where the civil matter falls within the direct reference 
procedure, the memorandum shall be approved by the appropriate regional 
attorney. The memorandum shall be retained in the official files of the office in 
which the decision is made. 


The subcommiitee was extremely critical of this arrangement and 
recommended that the Department of Agriculture take steps to assure 
consideration of all cases by the Department of Justice. Information 
received during the past few weeks indicates that this is being done. 
A brief résumé indicating recent action taken relative to cases con- 
sidered previously follows: 

1. LeMoore Grain & Feed Co., LeMoore, Calif —Department of 
Justice requested to expedite distribution under bankruptcy proceed- 
ings on February 15, 1952. 

2. George D. Bates Co., Colorado Springs, Colo.—Mr. Bates’ deatn 
on June 21, 1951, eliminated possibility of criminal prosecution. 
Assets of the estate now being liquidated. 

3. Tanners, Ine., Cortez, Colo—Tanner indicted in Colorado 
October 25, 1951, and in New Mexico January 23, 1952. This indict- 
ment subsequently dismissed due to faulty wording and consideration 
being given to again presenting case to grand jury to convene on 
April 7, 1952. 

4. Williams Feed Mills, Ashburn, Ga.—Both the civil and criminal 
cases are set for the term of court convening in April 1952. 

' 5. Spellman Feed & Grain Co., Rochelle, [ll—Francis and James 
Spellman indicted on January 21, 1952. 

6. Shannon Elevators, Sudan, Tex.—Referred to United States attor- 
ney, October 30, 1951, for consideration as to violation of criminal 
statutes and civil liability. Restraining order against Shannon 
granted November 6, 1951, and receiver appointed November 16, 1951. 

7. Henderson Grain & Seed Co., Farwell, Tex.—Referred to United 
States attorney December 17, 1951, for consideration as to criminal 
violations and civil liability. On December 21, 1951, suit filed and 
temporary injuction granted. On December 22, 1951, request for 
receiver granted. 

8. Plains Grain & Storage Co., Fort Worth, Tex.—On January 14, 
1952, a request for consideration of criminal and civil aspects sent to 
the United States attorney. Suit filed January 16, 1952, and restrain- 
ing order issued. On January 21, 1952, a receiver was appointed. 
Herman Dawson indicted February 7, 1952. 
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Meekins Warehouse & Storage Co., Corpus Christi, Ter—On 
January 22, 1952, United States attorney at Houston requested to 
institute civil and criminal action. 

10. Everett Grain Co., Vega, Tex.—Referred to United States attor- 
ney for consideration of civil liability and criminal violations, February 
- = 52. 

BE. & Bonded Warehouse, San Antonio, Tex.—Referred to 
United oni attorney December 10, 1951, for consideration of civil 
liability and criminal violations. Filed voluntary petition in bank- 
ruptey and CCC proof of claim forwarded to United States attorney 
Janeane 18, 1952. 

Galveston Wharves, Galveston, Texr.—Referred to Department of 
p Sisco August 6, 1951, for civil action. Suit filed November 6, 1951. 

Flarseed cases.—Subsequent to hearings held in January 1952, 
all of these cases referred to Department of Justice for consideration 
and thereafter referred by Attorney General to appropriate United 
States attorney in the field for action. 

The following information indicates shortages discovered and action 
being taken on additional cases which have come to the subeom- 
ao attention since salidibe of the initial report: 

Robinson Produce Co., Olathe, Colo.—Shortage of approximately 
4637 hundredweight of beans with estimated value of $33,102.56. 
Referred to United States attorney January 25, 1952. 

Allshouse Grain Co., Sheridan Lake, Colo.—Shortage of some 
grain sorghums and 64,323 bushels of wheat valued at $196,973.94. 
Case referred to United States attorney on Janauary 18, 1952. Re- 
ceivership proceedings commenced February 7, 1952. 

Page Bean & Warehouse Co., Denver, Colo.—Shortage of beans 
valued at approximately $67,784.87. Referred to United States 
attorney January 21, 1952. No action contemplated until investiga- 
tion completed. 

4. Kasbeer Farmers Elevator Co. Cooperative, Kasbeer, Ill.—Shortage 
of 10,313 bushels of corn valued at $15,599.68. Cooperative had paid 
for the corn. Referred to United States attorney Ociober 24, 1951, 
for criminal action. John H. Zink, manager, indicted January 5, 1952. 
Pleaded not guilty at arraignment February 4, 1952. Case not yet 
set for trial. 

5. Silver Bros., Urbana, Ill.—Shortage of approximately 124,996 
bushels of corn and 14,909 bushels of wheat. Tentative amount of 
claim including shortage charges about $200,000. February 12, 1952, 
referred to United States attorney. On February 14, 1952, arrange- 
ments were made for an assignment to a trustee for the benefit of 
creditors to be executed by the partnership. 

6. Wallace Grain & Supply Co., Ottawa, Ill-—Probable shortage of 
32.642 bushels of corn valued at about $60,000. Referred to United 
States attorney February 8, 1952. 

Frankfort Feed & Grain Co., Frankfort, Ind.—Shortage of 33,423 
bushels of corn with estimated value of $29,717.73 Referred to 
United States attorney January 15, 1952. Check in the amount of 
$7,500 has been received as a credit. 

Spurgeon Elevators, Galva, ITowa.—Shortage of 21,683 bushels of 
corn valued at $24,506.41. November 28, 1951, referred to Depart- 
ment of Justice for possible criminal action under United States Ware- 
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house Act; this aspect referred to United States attorney December 
11, 1951. January 21, 1952, criminal violation of CCC charter 
act referred to United States attorney with recommendation that 
civil action be instituted in settlement of civil lability not con- 
summated. 

Sylvia Grain Co., Sylvia, Kans.—Shortage of 11,175 bushels of 
wheat valued at $23,999.61 and quality deficiency on 33,188 bushels 
of wheat valued at $14,821.95. Referred to United States attorney 
May 25, 1949. Complaint filed May 26, 1949. Have collected from 
insurance companies or obtained judgment for $30,488.10. Notice of 
appeal from judgment for $5,643.47 was filed January 28, 1952. 

10. Garden Seed & Grain Co., Garden City, Kans.—Shortage of 
17,000 bushels of wheat and 56,000 bushels of milo at an estimated 
value of $205,000. Case discussed with United States attorney on 
January 11, 1952, and on January 17, 1952. Frank Luther, brother 
of the United States attorney, appointed receiver in bankruptey. 
Petition filed by three creditors other than Government. By letter 
dated February 9, 1952, regional attorney confirmed with United 
States attorney previous discussions on civil and criminal aspects of 
case. First meeting of creditors held February 18, 1952. 

11. Tonganoxie Elevator Co., Tonganorie, Kans.—Shortage of 5,679 
bushels of wheat valued at $12,562.37 and quality deficiency on 59,239 
bushels of wheat valued at $24,336.88 (less storage charges of $10,- 
799.51). Case discussed with United States attorney in sping of 1950 
and referred for civil action June 6, 1950. Suit filed June 12, 1950. 
Trial anticipated in the spring of 1952. 

12. Schroer Grain Co., Dresden, Kans.—Shortage of approximately 
25,000 bushels of wheat valued at approximately $70,000. Voluntary 
bankruptey filed January 30, 1952; receiver appointed January 31, 
1952. Referred to United States attorney on February 8, 1952. 

13. Nohr Elevator, Crofton, Nebr.—Shortage of 11,136 bushels of 
corn. Claim against estate for $18,381.60 filed in November 1951. 

14. Ten County Grain Co., Kinston, N. C.—Shortage of 28,556 
bushels of wheat valued at $63,680.30, and quality deficiency valued 
at $13,186.40. Net claim after allowance of shortage due, $74,952.06. 
Referred to United States attorney on February 12, 1952. 

Eesley Mill, Morral, Ohio.—C\laim for shortage of 16,325 bushels 
of wheat valued at $33,100.45 and $3,428.29 for storage charges 
wrongfully collected. Referred to Justice Department on August 20, 
1951. On February 13, 1952, warrant issued for Mr. Eesley’s arrest. 

16. Bryan Farmers Grain & Supply Co., Bryan, Ohio.—Shortage 
44,295 bushels of wheat and 423 bushels of soybeans. Net claim 
$118,675.13. Warehouse filed involuntary petition in bankruptcy 
March 7, 1952. Proof of claim in bankruptcy forwarded to United 
States attorney on April 26, 1951. United States attorney intends to 
present criminal case to grand jury on February 25, 1952. 

17. Edison Mills, Morral, Ohio.—Shortage of 181,917 bushels of 
corn, 5,880 bushels of wheat, and 4,390 bushels of soybeans. Net 
claim $379,379.49. On July 5, 1951, United States attorney requested 
to protect Government’s interests in probate court on estate of Mr. 
Morton, owner. August 6, 1951, suit in replevin filed to get posses- 
sion of grain remaining in elevator. Grain has been sold, proceeds 
to be distributed. 
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18. Dover Milling Co., Dover, Ohio.—All warehouse receipts held by 
CCC honored but warehouse inventory records indicate past shortage 
of 20,860 bushels of wheat. Referred to United States attorney 
Feb. 8, 1952. 

19. Walton & Case Elevator, Richwood, Ohio.—Estimated shortage 
of 126,226 bushels of corn valued at $202,000. Referred to United 
States attorney Feb. 8, 1952. 

20. Sycamore Mill & Supply Co., Sycamore, Ohio.—Estimated 
shortage of 239,000 bushels of corn, valued at $382,000. Referred to 

Inited States attorney Feb. 8, 1952. On Feb. 15, 1952, suit filed on 
basis of all warehouse receipts held by CCC, complaint to be amended 
after exact shortage established. 

21. Walton Myers Elevator, Upper Sandusky, Ohio.—Estimated 
shortage 239,000 bushels of corn, valued at $382,000. Referred to 
United States attorney Feb. 8, 1952. Suit filed Feb. 15, 1952, on 
basis of all warehouse receipts held by CCC, complaint to be amended 
after exact shortage is established. 

22. Honeqger-Hanley Mills, Ine., Mansfield, Ohio.—Shortage of 
3,204 bushels of wheat. Claim for $9,754.71. Conversion referred to 
Department of Justice September 1, 1949, for suit. Suit not filed as 
vet but Department of Agriculture on April 19, 1951, recommended 
rejection of compromise offer. On January 22, 1952, Justice Depart- 
ment sent mill’s check back to United States attorney to be turned 
over to mill. 

23. S. RB. Smith Mill & Elevator Co., Tullahoma, Tenn.—Shortage of 
4,847 bushels of wheat. Amount of claim being computed. Case re- 
ferred to United States attornev on January 18, 1952. 

24. Rex D. Kee Grain Co., Olton, Ter —Estimated shortage of 2,907 
bushels of wheat and 7,248,988 pounds of milo. Amount of claim not 
vet determined. Referred to regional attorney February 8, 1952. 

25. Dimmit Elevator Co.. Dimmit, Ter.—Shortage of 1,018,769 
pounds of milo valued at $26,864.41. Referred to United States at- 
torney during week of February 18, 1952, for possible criminal action. 
Payment for civil action made. 

26. Page Milling Co., Luray, Va.—Shortage of approximately 22,000 
bushels of wheat. Net claim of $39,960.99 paid in full by the company 
on January 26, 1951. Case transmitted to Department of Justice for 
criminal action against Harnsberger, treasurer of the company, on 
Januarv 15, 1952. Harnsberger indicted February 11, 1952, and ar- 
rested February 15, 1952. 


ADDITIONAL SHORTAGES 


The following information concerning additional shortages has come 
to the attention of the subcommittee since release of the initial report. 
While the shortages discovered in several of these cases may not have 
been the result of willful conversion, in all cases they represent a 
violation of the storage contract with the Commodity Credit Cor- 
poration. 


Hollingsworth Mill & Elevator Co., Gatesville, Tex. 


This case resulted from a failure of Hollingsworth to complete 
deliveries on a loading-out order issued by CCC on March 31, 1951. 
The loading-out order called for delivery of 19,928.38 bushels of 1949 
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No. 2 hard wheat for which CCC held warehouse receipts. Shipped 
against this order were 18,797.73 bushels of sample wheat, a shortage 
of 1,130.65 bushels. The resultant quantity shortage and quality 
deficiency was as follows: 


Quality deficiency 5 : $14, 880. 30 


Underdeliveries ve ws 2. 874. 68 


Total ‘ ita icieny th ae 


In addition, an investigation by the Office of Compliance and 
Investigation disclosed that as of April 8, 1951, there was no grain in 
the facility, although CCC held seven warehouse receipts for loans 
on 1950 crop milo. During March and the first week of April 1951, 
five of the milo loans were sent to Hollingsworth with instructions to 
remit $6,180.77 representing principal and interest due. On July 27 
1951, he paid $4,122.15 on four of the loans and requested an extension 
of time on the fifth loan. This loan was later paid during December 
1951. As of the time of the C. and L. report, dated November 30, 
1951, no demand had been made upon Hollingsworth for the payment 
of the two remaining milo loans totaling $603.55. 

On August 27, 1951, the Dallas commodity office requested an 
investigation of the amounts due from this concern and of the pos- 
sibility of collecting without legal action, but this request was with- 
drawn on September 5, 1951. 

On September 27, 1951, the Dallas PMA commodity office, after 
checking with the Dallas regional attorney, requested a C. and I. 
limited investigation of Hollingsworth’s assets and liabilities. 

The investigation by C. and |. was limited to an investigation of 
assets and liabilities to determine the possibility of recovering any 
portion of the indebtedness, and information gathered concerning 
the circumstances of the shortages was incidental to this purpose. 
The investigation by C. and I. was commenced on October 2, 1951, 
and a report showing that Hollingsworth had meager assets was 
submitted on November 30, 1951. The report does not disclose 
that any attempt was made to determine what disposition had been 
made by Hollingsworth of a net worth of $117,279.16 as of February 
23, 1950, as reported by him to CCC in a sworn financial statement. 
It was developed that Hollingsworth sold this facility on April 8, 
1951, and one of the persons interviewed mentioned that Hollings- 
worth had suffered a fire loss in 1950. Although Hollingsworth told 
the investigator that his records had been destroyed, the report 
does not show the circumstances surrounding the destruction of the 
records. Hollingsworth claimed the wheat shortage was due to 
shrinkage and stated he could not explain the milo shortage. 

The distribution of the report in Washington was withheld because 
it was not clear in some respects.. Copies were sent to the Dallas 
commodity office. On December 5, 1951, Frank J. Brechenser, Chief, 
General Investigations Division, wrote the compliance officer in Dallas, 
commenting in part, as follows: 


We do not know what any additional investigation could accomplish in this case 
(except by way of clarification) since Hollingsworth claims that the purchase and 
sales records of the elevator had been destroyed. It is possible that if he obtained 
loans himself in conneetion with the five loans mentioned above without having a 
producer interest, he might be held for making false representations in obtaining 
the loans. It is possible also that it might be determined by some method what 
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happened to the 138,655 pounds of milo, but on the other hand the quantity 
involved is small compared to the other shortagee cases. Indeed it could well be 
a shrinkage or wastage if a large quantity was handled. 

Inasmuch as this is primarily a deterioration case rather than a warehouse 
shortage case, we are not considering it in the investigative status pending assign- 
ment for ‘all-out’? investigation, but are placing it in ‘‘case action’’ status. 
Obviously, it is subject to further investigation at the request of the Dallas 
PMA commodity office. 

In regard to the above letter, it is noted that the shortage of 138,655 
pounds ‘of milo referred to pertains only to the then unpaid fifth loan, 
although it is apparent in the report that Hollingsworth had a shortage 
on all seven loans, for a substantially larger quantity, as of April 
8, 1951. 

On December 14, 1951, the Dallas compliance officer wrote a letter 
clarifying some of the points in the report; however, copies of the report 
have not vet been distributed in Washington. 

This case is presently in the hands of the commodity office in Dallas 
for a determination as to whether a C. and |. audit is justified and 
whether the present owner of the facility can be held lable for the 
claim. 

There is no record of any preacceptance or quality and quantity 
inspections having been made of this facility. Bond in the amount of 
$5,000 was required of Hollingsworth. The uniform grain storage 
agreement entered into on June 29, 1949, was canceled on April 13, 
1951. 

Hollenstein Bros. Elevator Co., Umbarger, Tex. 

This case involves a shortage of wheat discovered by the PMA 
Office of Audit on September 26, 1951. 

The Office of Audit entered this case when, as a result of the appli- 
cation of audit sampling techniques, the warehouse was selected for 
physical verification. 

Office of Audit on November 8, 1951, forwarded to the Dallas PMA 
commodity office, formal Audit Report No. SW (12) D-47, which 
incorporated the following facts: 

On September 26, 1951, a physical inventory was made of the 
grain stored by Hollenstein Bros. Elevator Co. A comparison 
of the physical inventory with the warehouseman’s total storage 
liabilitv, disclosed a shortage of 55,856.51 bushels of wheat. 

On September 26, 1951, Mr. Ernest Hollenstein, coowner, 
stated that he realized he was short and that at the time of the 
disposal of the grain he had hoped that he would be able to replace 
the missing grain from 1951 crop purchases; however, that crop 
was very light and sufficient wheat was not acquired to replace 
the shortage. The shortage arose. chiefly from sales of grain 
between November 1, 1950, and May 1, 1951. 

Based on $2.25 per bushel Office of Audit estimated the shortage 
to be approximately $125,675, exclusive of any unearned storage, 
freight, aera or other related ¢ harges. 

On October , 1951, the Dallas commodity office requested that 
the Compliance aad Investigation Office conduct a limited investiga- 
tion as to the assets and liabilities of subject factlitv. The request 
indicated that the elevator had only about 15,000 bushels of wheat on 
hand to meet its commitments to CCC of approximately 53,000 
bushels. In addition, there was an outstanding liability to other 
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parties of about 16,000 bushels. It was not possible, due to other 
commitments, to assign this case until November 7, 1951, when it was 
so assigned to Special Agent James P. McKenney. 

An order, stopping all storage payments to this facility, was issued 


on October 3, 1951, by J. R. Ball, claims coordinator of the Dallas 
PMA commodity office. 

On January 2, 1952, the C. and I. report disclosed that storage 
liability exceeded inventory of CCC wheat from September 1949 to 
November 26, 1951, on which date inventory was less than 1,000 
bushels to apply against an unshipped balance of 26,585 bushels. 
The assets available to the Hollenstein partners appeared ample to 
take care of the deficiency, and Ernest L. Hollenstein indicated his 
intention of prompt liquidation of some of these assets in order to 
make payment. 

On January 15, 1952, Ernest Hollenstein conferred with Dallas 
commodity office representatives and agreed to submit a proposal of 
settlement for his indebtedness to CCC of $68,596.08 plus unknown 
storage claims. It was reported that Hollenstein was selling elevator 
which should produce sufficient funds in 30 to 60 days to pay indebted- 
ness. 

On February 4, 1952, subject case was scheduled for a complete 
investigation (audit type). 

The uniform grain storage agreement was suspended on October 16, 
1951. No CCC-owned commodities are stored in this or any other 
facility under same ownership and no new contracts have been nego- 
tiated with this company. 

The initial storage contract with this facility was dated July 23, 
1948, and the last renewal contract was effective July 1, 1950. Surety 
bond in the amount of $12,509 was required by CCC and was supple- 
mented by a Texas State warehouse bond in the amount of $5,000. A 
financial statement, as of March 10, 1951, was filed by the ware- 
houseman. 

There is no record indicating that any preacceptance or subsequent 
inspections were made by the CCC of this facility. 

Heard Elevator, Petersburg, Tex. 


On September 26, 1951, the PMA Office of Audit discovered a total 
shortage of 7,701 bushels of wheat valued at $16,944. This shortage 
was arrived at by comparing the physical inventory with the total 
storage liability, and includes wheat belonging to CCC and private 
owners. The actual amount due CCC was 2,023 bushels of wheat, 
and the shortage on a pro rata basis was computed to be 1,000 bushels 
of Government-owned grain. There were approximately 7,000 
bushels of wheat in storage at the time of the audit, and a Government 
loading-out order could have been filled, but such action would have 
resulted in a shortage to other owners. 

The Office of Audit entered this case when, as a result of the applica- 
tion of audit sampling techniques, the warehouse was selected for 
physical verification. On September 26, 1951, a physical inventory 
was made of the grain stored by Heard Elevator. A comparison of the 
physical inventory with the warehouseman’s total storage liability, 
disclosed a total shortage of 7,701 bushels of wheat including both 
CCC and other owners. 

Mr. G. H. Heard, owner, stated that he had been selling wheat 
for seed and had not had time to replace it. The Office of Audit ad- 
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vised the Dallas PMA commodity office of the shortage by memoran- 
dum on October 1, 1951, and on November 8, 1951, forwarded the 
formal audit report. 

On October 5, 1951, the Dallas C. and I. office received a request 
for a limited investigation. On November 19, 1952, the investigation 
was reported. This report disclosed that on September 26, 1951, the 
Heard Elevator was short 7,701 bushels of wheat stored for CCC and 
others, but that since that time, sufficient wheat to satisfy all obliga- 
tions had been purchased and was ready for delivery at any time. 

PMA officials of the Dallas commodity office advised that in view 
of the insignificant amount of the shortage, payment of storage charges 
on shortages does not appear to be a factor. The uniform grain 
storage agreement was not suspended. No CCC-owned commodities 
are presently stored in this or any other facility under same ownership. 
This case is considered closed by the PMA commodity office, Dallas, 
Tex. 

The initial storage contract was dated December 5, 1949, and the 
last renewal was approved July 1, 1950. Surety bond in the amount 
of $10,500 was required by CCC. The latest financial statement 
filed by the warehouseman on April 4, 1950, showed assets of $132,- 
130.32 and liabilities of $15,000. 

There is no record indicating that any preacceptance inspection was 
made by CCC of this facility. However, the following quality in- 
inspection was made: October 30, 1950, Inspector Stuard: Condition 
good, 


Interstate Grain Corp., Fort Worth, Tex. 


This case involves a shortage of grain sorghum. The shortage as 
discovered by the PMA Office of Audit on September 28, 1951, was 
grain sorghum in the amount of 14,379 hundredweight valued at 
approximately $32,353 exclusive of any unearned storage charges, 
paid-in freight, or other related charges. An order stopping all stor- 
age payments was not issued until January 17, 1952. 

The Office of Audit entered this case when, as a result of the appli- 
cation of audit sampling techniques, the warehouse was selected for 
physical verification. On September 28, 1951, a physical inventory 
was made by the Office of Audit of the grain stored by Interstate 
Grain Co. A comparison of the physical inventory with the ware- 
houseman’s total storage lability disclosed a shortage of 14,379 
hundredweight of grain sorghums. 

Mr. J. E. Muir, comanager, agreed that the shortage as developed 
by the auditor was approximately correct. An examination of the 
company’s records disclosed that from September 7, 1951, through 
September 28, 1951, no grain sorghums which were owned by the 
company were stored in its elevators. However, during that period 
the company first sold and later bought back considerable quantities 
of grain sorghums. 

The Office of Audit advised the Dallas PMA commodity office of 
the shortage by memorandum on October 4, 1951, and on November 
8, 1951, forwarded a formal audit report. 

The Dallas PMA commodity office requested a C. and I. audit 
investigation on October 11, 1951, and on October 16, 1951, changed 
the request from an audit investigation to a limited mvestigation. 
As of February 15, 1952, this case was held as unassigned by C. and I. 
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awaiting advice from the PMA commodity office as to what action 
should be taken. 

On February 15, 1952, the PMA commodity office, Dallas, Tex. 
stated that this case was under consideration for closing, that this was 
a terminal facility, with frequent in-and-out shipments and that com- 
plete load-out had not been ordered and further that the records did 
not show any shortage on the loading orders issued to date. 

The uniform grain storage agreement has not been suspended and 
CCC-owned commodities are presently stored in this facility. 

There is no record indicating that any preacceptance inspection 
was made by CCC of this facility. However, the following quality 
inspections were made: Mav 6, 1950, Inspector Ross Stuard: Condi- 
tion good. December 17, 1951, Inspector Ross Stuard: No comment. 

The initial storage contract was dated October 31, 1949, and the last 
renewal was approved on July 1, 1950. Surety bond in the amount of 
$50,000 was required by CCC, which was supplemented by a Texas 
State warehouse bond in the amount of $5,000. The latest financial 
statement filed by the warehouseman on May 31, 1950, showed assets 
of $4,012,048.81 and liabilities of $1,148,618.43. 

Plainview Wheat Growers, Inc., Plainview, Tex. 

This case involves a wheat and grain sorghum shortage discovered 
by the PMA Office of Audit on October 5, 1951. The initial storage 
contract was dated July 20, 1949, and was renewed effective July 1, 
1950. Surety bond was required by CCC in the amount of $46,650 
which was supplemented bv a Texas State warehouse bond in the 
amount of $5,000. A financial statement was filed Jnauarv 31, 1950, 
There is no record indicating preacceptance inspection; however, a 
quality inspection was made on April 18-19, 1951, by Ross Stuard 
indicating “wheat in good condition.”’ 

The Office of Audit entered this case when, as a result of the applica- 
tion of audit sampling techniques, the warehouse was selected for 
physical verification. On August 31, 1951, a physical inventory was 
made by the Office of Audit of the grain stored by Plainview Wheat 
Growers, ine. A comparison of the physical inventory with the ware- 
houseman’s total storage liability, disclosed shortages of 7,024.15 
bushels of wheat and 2,169.39 hundredweight of grain sorghums 
(CCC and other owners). 

The shortage of CCC-owned grain was estimated on a pro rata basis 
at 3.500 bushels of wheat and 2,000 hundredweight of grain sorghums. 

Mr. G. G. Smith, manager, stated that it was the intention of the 
elevator to stay even on its own grain inventory and that sufficient 
purchases would be made in the near future to cover this shortage, 
There was some evidence of conversion inasmuch as two loaded rail- 
road cars were on a siding awaiting shipment apparently for the 
account of the elevator. The Office of Audit advised the Dallas PMA 
commodity office of the shortages by memorandum on October 5, 
1951. 

Based on $2.10 per hundredweight for grain sorghums and $2.25 
per bushel for wheat (as of September 27, 1951) the Office of Audit 
estimated the shortage to be approximately $20,468.52, exclusive of 
anv unearned storage charges, paid-in freight, interest, or other 
related charges. 
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On October 12, 1951, the Dallas commodity office, based on infor- 
mation received from the Office of Audit, Dallas, requested audit- 
investigation of a shortage of CCC-owned grain in the warehouse. 
On October 17, 1951, the Dallas C. and I. office formally opened a 
limited investigation case on this request. 

Upon receipt of a loading order, the warehouse loaded out all of 
the wheat. The grain sorghum had not been ordered out as of the 
time of the report, but it appeared that ample supplies were on hand 
to satisfy the comparatively small storage lability to CCC. Since it 
seemed very probable that no shortage ever existed at this fac ility 
or that, if one did exist, it was small and not due to deliberate con- 
version, no further investigation was made. 

The uniform grain storage agreement was not suspended. NoCCC- 
owned commodities are presently stored in this or any other facility 
under the same ownership. 

An order stopping all storage payments was issued on January 17, 
1952. 

In view of these circumstances, the Dallas C. and I. office closed its 
files in this case upon instructions from Washington. 
Creat West Mills, Fort Worth, Texr., Ballinger, Tex. 

This case involves a shortage of grain sorghum. Final determina- 
tion of the shortage has not been made but present indications are 
that it will be substantial. 

On June 19, 1951, the Dallas C. and I. office received a request from 
the Dallas PMA commodity office for an investigation to determine 
if the Great West Mills had been shipping milo from their Fort Worth 
Warehouse to the Meekins elevators in the Corpus Christi area, since 
a shortage had been discovered at the latter facility. 

On June 27, 1951, the Dallas C. and I. office was requested by the 
Dallas PMA commodit y office to extend the scope of the investigation 
and check the quantity of CCC-owned stocks in store at four other 
Great West Mills facilities. 

On July 12, 1951, the Dallas PMA commodity office reported 
total shortage of 27,222,207 pounds (CCC and private owners). 

On July 13, 1951, the Dallas office of the regional attorney, Solici- 
tor’s office, United States Department of Agriculture, advised that 
United States Attorney Frank B. Potter, Fort Worth, was being 
authorized to initiate receivership proceedings against John C. 
Hicks and Lewis E. Meekins, partners, Great West Mills. On July 
19, 1951, the Dallas C. and I. office was advised that the estimated 
shortage to CCC was 17,221,894 pounds of milo valued at $426,241.88. 
John C. Hicks, partner, Great West Mills, claimed the shortage of 
17,221,894 pounds was ridiculous, and the Dallas PMA commodity 
office determined that remeasurement of the grain on hand at Great 
West Mills should be made. 

On August 2, 1951, the Dallas C. and I. office received a request for 
an audit of the Great West Mills and was advised that the remeasure- 
ment of the shortage still appeared to be in the neighborhood of 
13,600,000 pounds. 

On October 17, 1951, the Dallas C. and I. office was requested by 
the Dallas PMA commodity office to suspend the audit until all 
grain had been shipped out by Great West Mills. Accordingly, the 
audit was suspended. 
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On October 25, 1951, the Dallas C. and I. office was advised by the 
Dallas PMA commodity office that Hicks had informed them that 
Great West Mills would be short approximately 80 cars or 8,000,000 
pounds, the shortage being occasioned by milo being damaged by 
floodwaters in 1948 and 1949 and to excessive shrinkage. 

On November 19, 1951, the Dallas C. and I. office received from the 
Dallas PMA commodity office advice that all grain had been loaded 
out by Great West Mills and that the detailed audit of that concern 
should be completed at the earliest possible date. The investigation 
was then resumed. 

The investigation has not vet been completed, but it has been de- 
termined that no shipme nts of milo were made to the Meekins Ware- 
house & Storage Co. in the Corpus Christi area. Indications have 
been developed during the audit now under way that in addition to the 
claimed water damage to CCC milo there is a possibility that 55 car- 
loads of milo were converted in 1949 or 1950. This, however, cannot 
be definitely established until further check has been made. 

An order stopping all storage payments was issued on September 13, 
1951. 

Final decision as to legal action will be made by the Uniied States 
attorney as soon as all necessary information has been developed. 

The initial storage contract was dated June 1948, and the last re- 
newal was approved July 1, 1950. Surety bond in the amount of 
$193,000 was required by CCC, and was supplemented by a Texas 
State warehouse bend in the amount of $5,000. A financial statement 
was filed by the warehouseman on April 30,.1951. 

There is no record of any preacceptance inspection. However, five 
quality inspec tions were made as follows: 

June 8, 1950: Ross Stuard (quality deficient) 

June 12, 1950: Irby Q. Rankin (quality deficient) 
September 20, 1950: Irby Q. Rankin (quality good) 
July 25, 1951: 1 Ross Stuard (quality deficient) 

July 30, 1951:' Ross Stuard (quality deficient) 


Kingston Farmers’ Exchange, Inc., Kingston, Ohio 

This case involves a shortage of CCC-owned wheat which resulted 
from conversions through commercial channels during February, April, 
May, and June, 1950. 

The C. and I. report indicated that a uniform grain storage agree- 
ment was executed with the exchange on June 23, 1948. It also dis- 
closed that on June 22, 1948, the exchange executed a bond in favor 
of CCC in the amount of $6,000. 

There is no record in the C. and I. file as to whether any preacceptance 
inspection was conducted, however, at the request of the exchange an 
inspection was made on January 4, 1950, at which time the wheat 
was found to be infested with weevils. Then CCC agreed to sell 
wheat to the exchange in small lots. 

Between April 30, 1950, and June 26, 1950, the CCC sold to the 
exchange 48,015.81 bushels of this wheat for a total sum of $104,748.68 
(average price per bushel $2.18) for which appropriate warehouse 
receipts were surrendered. 

On or about October 11, 1950, a loading-out order was issued by 
CCC to the exchange for the balance, 49,995.57 bushels of wheat. 


——— 
4 Quantity inspections also made, 
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The exchange returned the warehouse receipts and advised CCC that 
the 49,995.57 bushels were lost due to deterioration. 

On October 25, 1950, an investigation was requested to determine 
circumstances surrounding the shortage of CCC wheat in storage at 
the exchange. 

During the C. and I. investigation it was learned that Mr. E. F. 
Reynolds, vice president of the exchange, contacted Albert Thorpe, 
Ohio State PMA office, Columbus, Ohio, as early as June 15, 1950, 
and reported that he had sold and shipped CCC wheat. Thorpe 
informed C. and I. investigators that he had not reported this infor- 
mation as he assumed Rey nolds would follow his advice and take the 
matter up with the Chicago PMA commodity office. 

On January 12, 1951, the C. and I. report was completed and 
distributed. A brief of additional pertinent facts follows: : 

During June and July 1949, the exchange received into storage 
98,011.38 bushels of loan wheat from producers. The warehouse 
receipts were purchased by CCC on April 17, 1950 (6,293.43 bushels) 
and May 1, 1950 (91,717.95 bushels) from the lending agencies at 
which times CCC became owner of the collateral wheat. 

This wheat was not conditioned properly as required by the terms of 
the storage contract due to negligence on the part of the exchange. 
Officials advised that the elevator had been too busy cleaning farm- 
stored 1948 loan corn in the fall of 1949 to properly turn and condition 
the elevator-stored 1949 loan wheat, and consequently the wheat had 
deteriorated. 

Officials of the exchange admitted the conversion and stated that it 
had been sold in commercial channels during February, April, May, 
and June, 1950. Records of the exchange disclosed ‘that the CCE 
wheat was sold at an average price of $1.85 per bushel or approxi- 
mately $92,491.80 for the 49,995.57 bushels. ‘The loan value of this 
wheat, at $2.07 per bushel, was $103,490.83. However, the market 
value, based on sales by CCC to the exchange, during the period of 
conversion was approximately $2.18 per bushel, which would give the 
49,995.57 bushels a total value of $108,990.34. 

Officials of the exchange stated to C. and I. that they intended to 
repay CCC, but that it would take several years. 

On February 28, 1951, the C. and I. report was referred to regional 
attorney by the Chicago PMA commodity office. 

On July 25, 1951, the regional attorney wrote the Chicago PMA 
commodity office recommending civil and criminal action. 

On September 28, 1951, M. C. Smith, Chicago PMA commodity 
office, wrote the regional attorney indicating he believed civil action 
necessary but doubted the facts would warrant institution of criminal 
action. 

On or about November 6, 1951, the exchange offered a plan to repay 
CCC. On November 23, 1951, Chicago PMA commodity office 
directed a letter to Mr. Elmer Kruse, Assistant Administrator, PMA, 
for Commodity Operations, recommending acceptance of the settle- 
ment tendered by exchange. ‘ 

On December 29, 1951, the regional attorney referred the case to 
the Solicitor, Department of Agriculture, for referal to the Depart- 
ment of Justice regarding whether criminal action should be taken. 

Also, on December 29, 1951, Mr. Kruse directed a letter to Chicago 
PMA commodity office declining the offer of settlement because it 
would require over a year to pay $90,000 of indebtedness. 
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On January 15, 1952, the regional attorney referred the case to the 
United States attorney, Columbus, Ohio, for civil and criminal action. 

On January 16, 1952, the civil case was filed in Columbus, Ohio, 
in the amount of $111,123. 

On February 6, 1952, supplemental investigation by C. and I. 
reflected inventory positions and specific shipments of CCC grain 
during the period in question. 

On February 11, 1952, United States attorney, Columbus, Ohio, 
requested a conference with PMA officials before presentation of case 
to the grand jury. 


Harmon County Co-op Elevator, Hollis, Okla. 


This case involves a shortage of CCC-owned wheat. The shortage 
was discovered by Donald I. McCoy, warehouse examiner, United 
States Warehouse Act Division, on July 16, 1951. The amount of 
the shortage was determined by the Office of Audit to be 1,767 bushels, 
valued at $4,590, which the warehouseman declared had gone out of 
condition and offered to replace or pay for it. There also appears to 
have been an undetermined amount of storage charges paid on this 
wheat while not actually in storage. An order stopping all storage 
payments was issued on September 13, 1951. 

The Dallas PMA commodity office advised the C. and I. office on 
December 21, 1951, that settlement would be made with the ware- 
houseman on a cash settlement basis. 

The initial storage contract with this facility was entered into on 
September 16, 1948, and the last renewal of this contract was approved 
July 1, 1950. Since this warehouse was licensed under the United 
States Warehouse Act, no surety bond was required by CCC. The 
latest financial statement filed by the warehousemaa on March 28, 
1951, showed assets of $34,396.48 and a net worth of $22,144.05. 

There were no inspections on this warehouse by PMA commodity 
office inspectors since it was licensed by the United States Warehouse 
Act. 

The uniform grain storage agreement has not been canceled. 


Minimax Feed & Elevator Co., Lamesa, Tex. 


This case involves a shortage of wheat and grain sorghum. The 
shortage was discovered by the PMA Office of Audit on September 14, 
1951, and October 15, 1951, was 410 bushels of wheat and 16,740 
hundredweight of grain sorghum. An order stopping all storage 
payments was issued on November 2, 1951. 

The Office of Audit entered the case when, as a result of the applica- 
tion of audit sampling techniques, this warehouse was selected for 
physical verification. On September 14, 1951, a physical verification 
was made of wheat in storage. Ample stocks were on hand on that 
date to cover the warehouseman’s total storage liability. 

On October 11, 1951, the Office of Audit was informed by an official 
of the Dallas PMA commodity office that Minimax Feed & Elevator 
was liable also for 20,783.43 hundred weight of grain sorghums ordered 
out on a loading order dated June 14, 1951. As of October 11, 1951, 
no shipments had been made against this loading order. Examination 
at the Dallas PMA commodity-office level disclosed that documenta- - 
tion relative to this loading order had been improperly handled and, 
therefore, the Office of Audit was not aware of this undelivered 
quantity of grain sorghums at the time the first physical verification 
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was made. The improper handling of documentation appeared to be 
the result of a clerical error. 

On October 20, 1951, the Office of Audit made a second physical 
verification. Grain sorghums on hand on that date were approxi- 
mately 30,000 hundredweight in excess of the company’s total storage 
liability. Wheat on hand, however, was approximately 410 bushels 
less than the quantity necessary to cover storage liabilities to CCC 
and others. During the interim between the Office of Audit’s first 
and second examinations approximately 800 bushels of wheat had 
been either sold or transferred to the feed mill. Wheat so disposed 
of was in excess of the quantity owned by the company and the 
shortage of 410 bushels resulted. 

According to the company’s records 4,041 hundredweight of grain 
sorghums were in storage as of September 14, 1951, the date of the 
Office of Audit’s first physical verification. As of that date 20,783 
hundredweight of CCC-owned grain sorghums should have been in 
storage. If the Company’s records are assumed to be accurate, the 
gg my of grain sorghums on hand as of September 14, 1951, was 
16,740 hundredweight less than the quantity necessary to cover the 
storage liability to CCC. According to the company’s records this 
shortage extended over the period from August 25, 1951, to September 
24, 1951. Smaller shortages immediately preceding and following 
this period were indicated also. 

These conditions were discussed by the auditor with John H. Clark, 
manager, who stated that he was aware of the small shortage in wheat 
which he attributed to shrinkage. He also was aware that the 
quantity of grain sorghums on hand as of the date of the first physical 
verification was not sufficient to cover the storage liability to CCC. 

The Office of Audit on November 23, 1951, forwarded to the Dallas 
PMA commodity office, a formal audit report. 

On November 6, 1951, the Dallas C. and I. office received a request 
from the Dallas PMA commodity office to make an audit of the 
Minimax Feed & Elevator Co., Lamesa, Tex., where the audit branch 
reported a considerable shortage of grain sorghum. On November 7, 
1951, the Dallas C. and I. office opened a case in this matter. 

On January 8, 1952, the Dallas C. and I. office was advised by the 
Dallas PMA commodity office that the Minimax Feed «& Elevator 
Co. had completed shipment of CCC-owned grain and requested that 
the investigation be changed from a limited investigation to a com- 
plete audit. 

As of February 15, 1952, this case was still unassigned for audit, as 
no accountant was available. 

The uniform grain-storage agreement was not suspended. No 
CCC-owned commodities are presently stored in this or any other 
facility under the same ownership. 

The records of the PMA commodity office, Dallas, Tex., show that 
loading orders on both wheat and grain sorghum were completed with- 
out shortage. This office stated that any further action in this case 
will be based on the finding of the C. and I. audit when completed. 

The initial storage contract with this facility was dated December 
14, 1946, and the last renewal was approved on July 1, 1950. Surety 
bond in the amount of $21,000 was required by CCC, which was 
supplemented by a Texas State warehouse bond in the amount of 
$5,000. The latest financial statement filed by the warehouseman 
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on June 30, 1950, showed assets of $354,412.14 and capital stock with 
surplus of $2 82,342.93. 

There is no record indicating that any preacceptance or subsequent 
inspections were made by CCC of this facility. 


TEX-O-KAN MILL & ELEVATOR, MCKINNEY, TEX. 


This case involves a shortage of wheat. The shortage as discovered 
by the PMA Office of Audit on September 13, 1951, was 21,875 
bushels of wheat. An order stopping all storage payments was not 
issued until January 18, 1952. 

The Office of Audit entered this case when, as a result of the applica- 
tion of audit sampling techniques, the warehouse was seleeted for 
physical verification. On September 13, 1951, a physical inventory 
was made by the Office of Audit of grain stored by Tex-O-Kan Flour 
Mills. A comparison of the physical inventory of wheat with the 
warehouseman’s total storage liability disclosed a difference of 21,875 
bushels. 

The quantity of wheat in storage at McKinney was 21,875 bushels 
less than the quantity to cover its outstanding storage commitments. 
However, physical verification of wheat stored at Perry Burrus 
Elevator and Morton Milling Co., Dallas, on September 17 and 18, 
1951, respectively, disclosed a quantity of 715,102 bushels of wheat 
on hand in excess of storage commitments. Since these three ware- 
houses are under one company, Office of Audit did not classify the 
difference of 21,875 bushels as a shortage but called attention to the 
fact that such condition was in contravention to section 7 (a) of the 
uniform grain storage agreement. 

The Office of Audit advised the Dallas PMA commodity office of 
the condition by memorandum on September 21, 1951, and forwarded 
the formal audit report on November 8, 1951. 

The PMA commodity office at Dallas stated that, since this is a 
terminal house, clean-out load orders have not been issued. Investi- 
gation at the time of the audit report showed the reported shortage 
at McKinney was more than covered by overages in the warehouse 
of the Morton Milling Co., operating under the same management. 
A C. and I. investigation has not been requested in this case. The 
uniform grain storage agreement has not been suspended and CCC- 
owned commodities are presently stored in this facility. 

There is no record indicating that any preacceptance or subsequent 
inspections were made by CCC of this facility. 

The initial storage contract was dated April 16, 1941, and the last 
renewal was approved July 1, 1950. Surety bond in the amount of 
$50,000 was required by CCC which was supplemented by a Texas 
State warehouse bond in the amount of $5,000. The latest financial 
statement filed by the warehouseman on April 2, 1951, showed assets 
of $23,639,147.58 and total current liabilities of $8,911,652.24. 


B. & B. GRAIN CO., SPEARMAN, TEX. 


This case involves a wheat shortage discovered by PMA audit on 
August 2, 1951. The initial storage contract was dated June 30, 1948, 
and the last renewal was approved on July 1, 1950. Surety bond in 
the amount of $20,000 was required by CCC and was supplemented 
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by a Texas State warehouse bond in the amount of $5,000. The 
latest financial statement filed by the warehouseman as of March 31, 
1951, showed assets of $269,238.74 and a net worth of $215,998.75. 
There is no record indicating that any preacceptance or subsequent 
imspections were made by CCC. 

The PMA Office of Audit during the period June 4-8, 1951, examined 
loading orders for the purpose of ascertaining those which had remained 
unfilled for an undue length of time. One loading order, dated 
February 19, 1951, called for the delivery of 49,990 bushels of wheat 
by the B. & B. Grain Co. Although shipments had been substantially 
completed, the length of time required for 
excessive. 

On August 2, 1951, a physical inventory was made by the Office of 
Audit. A comparison of this inventory with the warehouse’s total 
storage liability disclosed a shortage of 24,211.33 bushels of wheat, 
of which it was estimated that the CCC’s portion amounted to approx- 
imately 16,000 bushels. This shortage was partially covered by 
warehouse receipts issued to B. & B. Grain Co. by Rex D. Kee Grain 
Co., Olton, Tex., for 6,400 bushels of wheat. Mr. Ralph Blodgett, 
manager, did not deny the shortage. 

Based on $2.20 per bushel for wheat (as of August 2, 1951), Office 
of Audit estimated the total shortage at approximately $53,264, exclu- 
sive of any unearned storage, paid-in freight, or other related charges. 

On August 25, 1951, Mr. Blodgett advised the Office of Audit that 

‘since their visit of August 2 he had purchased most of the grain which 
was on open storage, and that with the purchase of 5,000 bushels to 
be delivered August 28, 1951, and deliveries from Rex D. Kee Grain 
Co., he was now in a position to satisfy all storage liabilities. The 
PMA commodity office was advised of the above facts by PMA 
Offiee of Audit on August 31, 1951. The records of Dallas PMA 
commodity office re flect that upon completion of shipments no short- 
age existed. 

On August 9, 1951, the Dallas PMA commodity office requested an 
investigation. This audit is now in progress to determine full facts 
and to determine if storage charges were paid on shortages. An order 
stopping all storage payments was issued on September 13, 1951. 

Uniform grain storage agreement was suspended on September 27, 
1951. No CCC-owned commodities are now in storage in this or any 
other facility under the same ownership. 


such shipments was 


LEMOORE GRAIN & STORAGE CO., LEMOORE, CALIF, 


Primary responsibility for negligence at local levels in this case 
must, of necessity, rest with the members of the Fresno and Kin; s 
County PMA committees, although evidence was developed dur ng 
the PMA investigation that this responsibility must be shared to 
some degree, at least, by the California PMA State Committee and 
certain unnamed PMA officials in Washington. 

A report of investigation dated January 24, 1949, made by PMA 
Compliance and Investigation Special Agert Lloyd N. Johnson fully 
develops individual resporsibility for negligence among the members 
and employees of the Kirgs and Fresno County PMA Committees. 

However, during this investigation William Page, administrative 
officer, California State PMA Committee, specifically pointed out that 
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the California State office was responsible for the county committees 
even though they had not reviewed the papers in connection with the 
loans in question. He also stated that the reason the California State 
office did not review the papers in connection with the commodity 
loans was the fact that they did not have a sufficient staff. He further 
stated that the policy of not reviewing the loan papers was established 
by the California PMA State Committee and instructions were issued 
to the county committees to follow such a policy only after instructions 
had been reviewed by the superiors in Washington. 

Inquiry by staff investigators m California revealed that as of Febru- 
ary 25, 1952, no action had been taken by PMA authorities regarding 
members of the Kings and Fresno County PMA Committees. None 
of the 1948 members are presently members of the Kings County PMA 
Committee. Three of the 1948 members of the Fresno County PMA 
Committee are still either members or alternate members. Action to 
be taken concerning these three individuals is currently being con- 
sidered by the California PMA State Committee. E. H. Spoor, chair- 
man of the PMA State Committee, bas recently been transferred to 
another position in the Department of Agriculture. 


INVESTIGATiON TO CONTINUE 


The subcommittee intends to have its investigations continue to 
secure additional evidence with regard to all cases of lax handling of 
the Corporation’s business, as well as violations of criminal laws. It - 
also expects to continue to check on what action officials of the 
Department of Agriculture take to carry out the recommendations of 
the subcommittee. 

This report is being made available to the Senate Agricultural Com- 
mittee for its use. Further hearings and reports will be made by this 


subcommittee as the investigation proceeds, 
x ! 
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